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Increases in Fund Quotas and World Bank Capital 


The first formal steps have been taken in the United 
States and the United Kingdom to make effective the 
resolution recently adopted by the Boards of Governors 
of the International Monetary Fund and the Interna- 
tional Bank for Reconstruction and Development to 
increase Fund quotas and Bank capital (see this News 
Survey, Vol. XI, p. 237). 


United States 


On February 12, President Eisenhower sent a message 
to the Congress of the United States asking that the 
U.S. Governor of the Fund be authorized to request 
and consent to an increase of 50 per cent in the U.S. 
quota in the Fund, and the U.S. Governor of the Bank 
to vote for an increase of 110 per cent in the capital 
stock of the Bank. The Special Report of the National 
Advisory Council to the President and the Congress 
which recommended these increases was attached to 
the President’s message. 

The President stated that since the foundation of 
the Fund and the Bank in 1946 the United States has 
given vigorous support to these institutions. Both the 
Bank and the Fund have been outstandingly successful. 
The Bank has assisted, on an increasing scale, the eco- 
nomic growth of the less developed countries through 
well-conceived and intelligently executed development 
projects. The Fund, through the provision of wise 
counsel and timely financial assistance, has successfully 
promoted the adoption of sound fiscal, monetary, and 
foreign exchange policies. The international standing 
of the Bank and the Fund is such that the international 
economic system of today cannot successfully function 
without them. 

An increase of 50 per cent in the U.S. Fund quota 
requires a payment of approximately $344 millon in 
gold and $1,031 million in dollars. The latter will be 


IBRD Loan in Costa Rica 

The World Bank made a loan of $3.5 million on 
February 11 to the Central Bank of Costa Rica, to assist 
in a lending program which has been operating for 
several years to promote the development of agriculture 
and light industry. Eight private U.S. banks are partici- 
pating in the loan, without the World Bank’s guarantee, 


held in noninterest-bearing notes to be utilized only at 
such time as the Fund may need cash to meet drawings 
by its members. The President emphasized the coopera- 
tive nature of the proposed increase in Fund resources. 
Of the gold to be paid to the Fund, three fourths will 
come from countries other than the United States. 
Additional holdings of other leading currencies will 
also be increasingly useful to the Fund, particularly in 
view of the recent extension of convertibility. An 
increase on a very broad base is, moreover, assured by 
the provision that no increase will become effective 
until members having 75 per cent of present quotas 
have consented to increases. 

Subject to the increase of 110 per cent in the capital 
stock of the Bank becoming effective, there would be a 
subscription on behalf of the United States to 31,750 
additional shares of stock, which would have the effect 
of doubling the U.S. subscription. 


United Kingdom 


The International Bank and Monetary Fund Bill, 
which provides for increased British subscriptions to 
the Fund and the Bank, was presented to Parliament 
on February 4. A White Paper, “Proposals for Increas- 
ing the Resources of the International Monetary Fund 
and the International Bank for Reconstruction and 
Development,” which includes the reports made in 
December by the Executive Directors of these two 
institutions, was published on the same day. An increase 
of 50 per cent in the U.K. quota will require a gold 
payment of $162.5 million and payment of $487.5 mil- 
lion in noninterest-bearing sterling notes. 

Sources: The White House, Press Release, Washington, 
D.C., February 12, 1959; The Financial 
Times, London, England, February 5, 1959. 


to the extent of $1,510,000. This represents all of the 
first four maturities and portions of the next three 
maturities, which fall due between October 1960 and 
October 1963. The participating banks are Continental 
Illinois National Bank and Trust Company of Chicago, 
Bankers Trust Company, Chemical Corn Exchange 
Bank, The Philadelphia National Bank, The First 
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National City Bank of New York, Girard Trust Corn 
Exchange Bank, Brown Brothers Harriman & Co., and 
Grace National Bank of New York. 

Under the program, loans are extended to individuals 
and private enterprises by Costa Rica’s commercial 
banks, which in turn receive credits for this purpose 
from the Central Bank. Since the beginning of the 
program in 1952, there has been a significant increase 
in agricultural output, both for export and for domestic 
markets, and in the development of associated light 
industries. In September 1956 the World Bank made a 
$3 million loan to the Central Bank to cover the foreign 
exchange requirements of the program over a two-year 
period. The new loan will assist in the continuation of 
the program until about September 1960. 

The loan is for a term of six years and bears interest 
of 5% per cent, including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve. Amor- 
tization will begin in October 1960. The loan is guar- 
anteed by the Government of Costa Rica. 


Source: International Bank for Reconstruction and 


Development, Press Release, Washington, 
D.C., February 11, 1959. 


Europe 


Relaxation of U.K. Exchange Restrictions 

It has been announced that the U.K. Treasury has 
lifted all restrictions on the transfer of legacies from 
the United Kingdom to beneficiaries in American Ac- 
count countries and in Canada. Regulations in effect 
since 1949 had permitted the transfer of only the first 
£100 (US$280) of a legacy; any additional amount 
had to be placed in a blocked sterling account or 
invested in sterling securities. Legacies that have been 
blocked since 1951 will now be released. 

Announcement has also been made that persons emi- 
grating from the United Kingdom to an American Ac- 
count country or Canada will be allowed to transfer up 
to £5,000 ($14,000); the former limit was £2,000 
($5,600). 


Source: The Wall Street Journal, New York, N.Y., 
February 18, 1959. 


Hire-Purchase Debts in the United Kingdom 

Following the abolition of restrictions on_hire- 
purchase transactions at the end of October 1958 (see 
this News Survey, Vol. XI, p. 150), hire-purchase debt 
in the United Kingdom rose by about £73 million, to 
about £600 million at the end of December. In Decem- 
ber 1957, the debt totaled £484 million, so that the 


increase for the entire year 1958 amounted to 24 per 

cent. 

Source: The Financial Times, London, England, Feb- 
ruary 5, 1959. 


Public Revenue of the Netherlands 
Statistics published by the Netherlands Ministry of 

Finance indicate that total revenue from direct taxes 

in 1958 amounted to f. 2,869 million (US$750 mil- 

lion); this was f. 508 million ($130 million), or 15 

per cent, less than in 1957. The decline reflected primar- 

ily lower revenue from company taxes; in view of their 
lower profits, companies reduced in 1958 their advance 
payments of taxes under the existing system of provi- 
sional assessment and advance payment. Revenue from 
indirect taxes, at f. 4,750 million ($1,200 million), 

slightly exceeded the original estimate and was some 4 

per cent more than in 1957. 

Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, February 10, 1959; Nieuwe Rotter- 
damse Courant, Rotterdam, Netherlands, 
February 12, 1959. 


Gold Coins in Switzerland 

In reply to a parliamentary question whether it was 
not proper, in view of the present monetary liquidity, 
that the Swiss National Bank should sell Swiss 25-franc 
and 50-franc gold coins (see this News Survey, 
Vol. VIII, p. 182) to the public, the Swiss Government 
stated that it held the view that an issue of gold coins 
to the public was inappropriate in the present economic 
situation. 
Source: The Times, London, England, February 7, 

1959. 


Liberalization Measures in Denmark 

Denmark has extended the application of the OEEC 
free list to the dollar area; consequently, a number of 
goods, such as petroleum products and textiles, may be 
imported freely from that area. The liberalization per- 
centage for dollar imports has thus been raised from 
70 to 80. For imports from all countries of goods that 
are still controlled (about 18 per cent of total imports), 
the authorities envisage an increase in licensing to 
DKr 1,944 million (US$281 million) in 1959, from 
DKr 1,659 million (US$240 million) in 1958. 

The annual allowance of US$500 of foreign exchange 
for tourist travel to the dollar area (see this News 
Survey, Vol. XI, p. 158) has been abolished, and 
exchange for travel to the dollar area will be allocated 
liberally, i.e., on the same conditions as it is allocated 
for travel to other countries; the amount allowed, how- 
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ever, must bear a reasonable relation to the length and 
purpose of the trip. 


Sources: Bgrsen, Copenhagen, Denmark, February 6, 
1959; The Journal of Commerce, New York, 
N.Y., February 13, 1959. 


Norway's National Budget 

According to Norway’s National Budget for 1959, 
which was presented to the Storting early in February, 
Norway is likely to ask the International Monetary Fund 
for permission to draw on its quota in the Fund, in order 
to finance the balance of payments deficit this year. 
The Budget forecasts a deficit of around NKr 1,200 
million (US$168 million) on the balance of payments 
on current account, and a further NKr 400 million will 
be needed for amortization of foreign debts. To finance 
the deficit, foreign loans totaling nearly NKr 300 million 
were secured at the beginning of this year, and the 
shipping industry will provide another NKr 500 million 
in the form of net borrowing on new ships. Part of 
Norway’s foreign exchange reserves, which amounted 
to about NKr 2,350 million ($330 million) at the end 
of 1958, will also be used. 

Both imports and exports (excluding ships) are 
expected to rise in 1959, imports by 6 per cent, to 
NKr 7,550 million, and exports by 4.5 per cent, to 
about NKr 5,400 million. Higher exports are foreseen 
for fish and fish products, feedstuffs, mechanical pulp, 
chemical woodpulp, chemicals, fertilizers, and metals— 
mainly aluminum. Exports of whale oil and hardened 
fat are likely to fall below last year’s level. 

The gross national product, which last year fell by 
1 per cent, is expected to rise by 4 per cent, or about 
NKr 1,300 million. Estimates indicate that the most 
substantial increases in output will be in the manufac- 
turing, fishing, and shipping industries. Output in the 
mining and manufacturing industries is expected to be 
4-5 per cent above that in 1958. In the industries pro- 
ducing for export, output will rise by 6 per cent, and 
in those producing for the domestic market, by about 
3-4 per cent. The chemical industry will increase pro- 
duction by nearly 10 per cent, and the base metal 
industry by 8 per cent. Output of aluminum is expected 
to rise from 125,000 tons in 1958 to 160,000 tons in 
1959. A/S Norsk Jernverk, the state-owned steel pro- 
ducer in north Norway, will increase production of crude 
iron from 200,000 tons in 1958 to 260,000 tons this 
year. A substantial rise in output is also expected in 
the textile industry. The capacity of the hydroelectric 
power stations is scheduled to increase by 550,000 kw. 
in 1959 and to reach about 6 million kw. by the end 
of the year. 


Investments in building and construction will rise by 
2-3 per cent, and investments in machinery and equip- 
ment by 6 per cent, while investment in the shipping 
sector is expected to fall by 1-2 per cent. 

Private consumption is expected to rise by about 
2 per cent. A reduction in the workweek from 48 to 
45 hours will be introduced on March 1. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, February 12, 1959. 


Norway's Exports of Coal fo Germany 

Norway’s exports of Spitsbergen coal to the Federal 
Republic of Germany this year are not likely to be 
affected by the new German duty on coal. Some time 
ago, German buyers contracted for about 100,000 tons 
of Norwegian coal, and it is now reported that they are 
willing to take this quantity and pay the duty them- 
selves. Norway’s duty-free quota on the German market 
has been set at 35,000 tons. 

The Federal Republic is by far the biggest foreign 
customer for Spitsbergen coal. During the first 11 
months of 1958, Norway’s exports of coal totaled 
166,500 tons, of which 97,500 tons went to Germany. 
In 1957, exports totaled 217,000 tons, with nearly 
124,000 tons going to Germany. 

It is of vital importance to the Norwegian coal mining 
industry on Spitsbergen that these shipments be main- 
tained. Spitsbergen coal is used by power works in 
Kiel and Liibeck. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, February 12, 1959. 


Cut in Swedish Iron Ore Prices 

Agreements in principle have been concluded by 
Malmexport Ab, the joint sales company of two major 
Swedish iron ore producers (LKAB and Grangesberg), 
with the leading purchasers of Swedish iron ore in Bel- 
gium, the Federal Republic of Germany, and the United 
Kingdom. Deliveries of iron ore in 1959 are expected 
to remain approximately the same as in 1958, whereas 
f.o.b. prices for most qualities have been reduced by 
about 10 per cent. 

In the first 11 months of 1958, Swedish iron ore 
exports totaled 13.7 million tons, valued at SKr 990 
million (US$191.4 million), compared with 16.3 mil- 
lion tons, valued at SKr 854 million ($165.1 million), 
in the same period of 1957. 


Source: Swedish International Press Bureau, Bulletin, 
Stockholm, Sweden, January 21, 1959. 


Icelandic Prices and Wages 

Through an increase in subsidies, a number of retail 
prices for domestically produced farm goods were 
reduced by some 20 per cent in Iceland, beginning 
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January 1959. The cost of the subsidies, estimated at 
IKr 75 million per year, will be covered in part by 
reducing other public expenditure. As a result of the 
subsidies, the cost of living index is expected to decline 
by 5.7 per cent. 

At the end of January, the Icelandic Parliament voted 
to reduce wages and salaries by 5.4 per cent, starting 
February 1, 1959. Since wages are tied to the cost of 
living index, they would be lowered further when that 
index declines. Likewise, since prices are controlled, 
they would fall after wages are lowered. It is estimated 
that the cost of living index will fall 8.2 per cent below 
the index on December 1, 1958 and that wages will be 
reduced by 13.3 per cent. Thus, most real wages and 
salaries will be lowered to the level of February 1, 1958. 

After April 1959, wages will be adjusted every three 
months on the basis of a new cost of living index based 
on the prices prevailing on March 1, 1959. 

Sources: Morgunbladid, Reykjavik, Iceland, January 3 
and 31, 1959. 


German Minting of Gold Ducats 

Gold ducats valued at 25 deutsche mark, with the 
head of Queen Elizabeth II taken from a design provided 
by the Royal Mint, have been struck by the Munich 
mint and are being offered for sale by West German 
banks. The use of these ducats is being advocated as 
a suitable holding for Germans who want to hoard gold. 
Source: The Times, London, England, January 29, 

1959. 


Austria's Foreign Trade in 1958 

As a result of the recession in the United States and 
Western Europe, Austria’s foreign trade in 1958 was 
less than in 1957. According to preliminary data pub- 
lished by the Austrian Central Statistical Office, the 
value of imports amounted to S 27.87 billion (5 per cent 
less than in 1957) and the value of exports to S 23.86 
billion (6.2 per cent less than in 1957). Since the value 
of exports fell more than the value of imports, the 
trade deficit increased by S 115 million, or about 3 per 
cent, to S 4.01 billion. The larger trade deficit in 1958 
was more than covered by the increase in receipts from 
the tourist trade. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

February 1, 1959. 


Reduction of Workweek in Austria 

Following an agreement between key management 
and labor organizations, the principle of a 45-hour 
workweek was established for industry in Austria as 
from February 1, 1959. There will be no reduction in 
take-home pay, so that the hourly wage rate is increased 
by 6% per cent. Overtime compensation will be 25 per 


cent in excess of the normal hourly rate for the first 
three hours, and time and a half for work over 48 
hours. Piece workers’ rates will be increased by 5.4 
per cent. 


Source: Austria: Commerce, Finance, Economy, New 
York, N.Y., January 30, 1959. 


Far East 


Canadian Aid to India 

The Canadian External Affairs Ministry has an- 
nounced that Canada has agreed to provide India with 
essential commodities and equipment valued at Can$17 
million, to maintain its economic development program. 
The agreement is a sequel to discussions with India on 
ways of helping it out of its currency difficulties, which 
were begun in August 1958 at a meeting arranged by 
the International Bank for Reconstruction and Develop- 
ment (see this News Survey, Vol. XI, pp. 77 and 242). 

The aid amount will come out of the $35 million 
Colombo Plan appropriation voted by the Canadian 
Parliament for the fiscal year ending March 31, 1959. 
It will include $1 million for the Canadian-Indian 
atomic reactor; $10.5 million in raw materials, such 
as aluminum, copper, and nickel, needed to maintain 
the Indian economic development program and employ- 
ment levels; $2.5 million in fertilizers; and $120,000 
for the purchase of three cobalt-beam therapy units. 
Allocation of the remainder is being discussed. 


Source: The Times of India, Bombay, India, Febru- 
ary 7, 1959. 


Indian Stee! Production 

The President of India formally commissioned the 
first blast furnace of the Rourkela steel mill (Orissa 
State) on February 3, and on the following day the 
first blast furnace of the Bhilai steel mill (Madhya 
Pradesh). Steel production is expected to commence 
in both mills by the middle of this year. The commis- 
sioning of the first blast furnace of the Durgapur steel 
mill (West Bengal) is set for next October. New blast 
furnaces were also recently opened at steel mills at 
Burnpur (West Bengal) and Jamshedpur (Bihar). 

By 1961, total annual output is expected to amount 
to 6 million tons of pig iron, or 4.5 million tons of fin- 
ished steel, which will be enough to meet estimated 
domestic requirements and provide some surplus for 
export. Approximately one half of the total will be 
produced at Bhilai, Durgapur, and Rourkela. In 1957, 
India produced 1.3 million tons of finished steel. 
Sources: Information Service of India, India Eco- 

nomic Newsletter, December 1958 and Janu- 
ary 1959, and Indiagram, February 4 and 5, 
1959, Washington, D.C. 
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Bank of Japan's Discount Rate 

The Bank of Japan reduced its basic discount rate 
on February 19 to 6.935 per cent, from 7.3 per cent, 
the rate established on September 5, 1958 (see this 
News Survey, Vol. XI, p. 94). 


Borrowing by Japan 


In a combined operation consisting of public offer- 
ings of $30 million of bonds on the New York invest- 
ment market and a $10 million loan from the World 
Bank, Japan is borrowing the equivalent of $40 million. 
A syndicate of underwriters, headed by The First 
Boston Corporation, is offering $15 million of 15-year 
bonds; and Japan is offering $15 million of 3-year, 
4-year, and 5-year bonds, with The First Boston Cor- 
poration acting as financial adviser and offering agent. 
The World Bank is making a loan equivalent to $10 
million in various currencies to the Japan Development 
Bank, a government agency. 


The bond issues being offered consist of $3 million 
3-year 4% per cent External Loan Bonds due Janu- 
ary 15, 1962, priced at 100 per cent; $5 million 
4-year 442 per cent External Loan Bonds due Janu- 
ary 15, 1962, priced at 100 per cent; $5 million 
5-year 4% per cent External Loan Bonds due Janu- 
ary 15, 1964, priced at 98.92 per cent; and $15 million 
15-year 5% per cent External Loan Sinking Fund 
Bonds, due January 15, 1974, priced at 98 per cent. 
The purpose of the borrowings is to provide part of 
the funds needed by the Electric Power Development 
Company, Ltd. (EPDC) for the Miboro hydroelectric 
power project it is building on Honshu Island. The 
Government of Japan will add the net proceeds of the 
bond issues to its foreign exchange reserves and will 
lend the yen equivalent to the EPDC, while the Japan 
Development Bank will re-lend the proceeds of the 
World Bank loan to the Company. 

The bonds are direct obligations of Japan, and prin- 
cipal and interest will be payable in New York City in 
U.S. currency. The 3-year, 4-year, and 5-year bonds are 
not redeemable prior to maturity. The 15-year bonds 
are not redeemable prior to January 15, 1969, except 
through the operation of the sinking fund. The sinking 
fund provides for semiannual payments commencing 
January 15, 1964, calculated to retire 95 per cent of 
the issue prior to maturity. 

The World Bank loan is for a term of 25 years and 
bears interest of 5%4 per cent, including the 1 per cent 
commission which is allocated to the Bank’s Special 
Reserve. Amortization will be in semiannual install- 


ments, commencing on March 15, 1974. The loan is 

guaranteed by the Government of Japan. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
February 18, 1959. 


Changes in Japan's Foreign Exchange System 

Following the liberalization of the foreign exchange 
transactions of commercial banks (see this News Sur- 
vey, Vol. XI, p. 225), Japan’s Ministry of Finance 
announced on January 31, and brought into effect 
immediately, a revision in the regulation concerning 
the standard method of settlement. Settlements with 
countries with which Japan has bilateral payments 
agreements—China (Taiwan), Greece, Korea, and 
Turkey—will be made, as heretofore, in accordance 
with the payments agreements concluded with each of 
them. Settlements with all other countries may be 
made in any of the designated currencies (Belgian 
francs, Canadian dollars, deutsche mark, French francs, 
Netherlands guilders, sterling, Swedish kronor, Swiss 
francs, and, except for transactions with Mainland China 
and North Korea, U.S. dollars) and will not be subject 
to license. 

At the same time, a new automatic approval list of 
imports was made public by the Ministry of International 
Trade and Industry. Of the 617 items designated as AA 
in the old list, 231 were items the import of which was 
automatically approved on condition that settlement 
could be made in currencies other than the U.S. dollar. 
The partial restoration of the convertibility of Western 
European currencies has made it less important to 
draw a distinction between the U.S. dollar and other 
currencies. The essential points in relation to the new 
list are as follows: (1) The automatic approval system 
will be retained, as a general rule, without discrimina- 
tion as to currencies or settlement areas, except for 13 
items for which the country of origin and the port of 
shipment will be designated because of Japan’s domes- 
tic industrial or foreign trade policies; these 13 items 
include lard, ox and cow hides, soybeans, waste cotton 
rags, abaca fibers and waste, gypsum, lauans and 
apitong, scrap iron and steel, scrap copper alloy, hops, 
tallow, pig iron, and ships for scrapping. (2) Anthra- 
cite coal, which was formerly included in the AA import 
list, has been transferred to imports licensed under the 
foreign exchange allocation system; thus the total num- 
ber of AA import items has been reduced to 616. 
Sources: Nihon Keizai Shimbun, January 31, 1959, and 

Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, February 9, 1959, Tokyo, 
Japan. 
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United States and Canada 
U.S. Business Conditions 


Industrial production in the United States increased 
slightly in January; the seasonally adjusted index rose 
one point, to 143 (1947-49=100). Output of non- 
durable goods was 4 per cent higher than at the pre- 
recession peak in August 1957, but durable goods 
output was 5 per cent below the peak. The rise in 
durable goods output in January was about the same 
as the increase in nondurables. Steel mill operations 
rose more than seasonally, to 74 per cent of capacity, 
and were scheduled at 84 per cent for February. Pro- 
duction of household goods increased, but a strike in 
the glass industry limited automobile assemblies. 

Private housing starts were at a seasonally adjusted 
annual rate of 1,350,000 units, somewhat below the 
December rate. The value of total construction was at 
a rate of $54.3 billion, 17 per cent above the low rate 
in May 1958 and 11 per cent above the January 1958 
rate. On a seasonally adjusted basis, retail sales were 
maintained at the high December level. 

Loans and investments at city banks declined by 
$1.7 billion in January and early February, reflecting 
seasonal repayments of loans. Holdings of government 
securities rose slightly, in contrast to the usual seasonal 
decline, as bank acquisitions of new treasury issues in 
late January exceeded reductions earlier in the month. 
The treasury bill rate declined sharply at the end of 
January, reflecting demands from investors switching 
from government securities involved in the large Feb- 
ruary refunding operation. As a result of the large 
volume of cash redemptions in the refunding operation, 
the Treasury on February 11 offered $1.5 billion of 
tax-anticipation bills, and the rate rose somewhat. 

Employment fell by 1.3 million in January, to 62.7 
million, as a result of withdrawal from the labor force 
of holiday workers; unemployment rose by 600,000, to 
4.7 million. The Department of Commerce describes 
both the fall in employment and the rise in unemploy- 
ment as seasonal developments. On a_ seasonally 
adjusted basis, the unemployment rate in January was 
6.0 per cent of the labor force, slightly below the 6.1 
per cent rate in December. The total unemployment 
rate and the rate in most major industry groups in 
January was slightly higher than a year earlier. An 
important exception was in durable goods manufactur- 
ing, where the rate fell from 10 per cent to 8 per cent. 
The greatest improvement was in automobiles and pri- 
mary metals, where unemployment rates had been 
particularly high. 

Sources: Department of Commerce, Current Popula- 
tion Reports: Labor Force, January 1959, 


and Board of Governors of the Federal Re- 
serve System, National Summary of Business 
Conditions, February 16, 1959, Washing- 
ton, D.C. 


U.S. Balance of Payments Forecast for 1959 

The United States is expected to make about $27.6 
billion available to foreign countries during 1959 
through purchases abroad of goods and services, private 
remittances and capital outflows, and U.S. Government 
economic aid. This estimate, which was prepared by 
the Balance of Payments Group of the National Foreign 
Trade Council, is $1 billion higher than the provisional 
figure of $26.6 billion for 1958. Dollar utilization by 
foreign countries is put at $24.1 billion in 1959, com- 
pared with $22.9 billion in 1958. The predicted 
increases in the availability and the use of dollars are 
due almost entirely to larger merchandise imports and 
exports; other items remain virtually unchanged. All 
the estimates exclude exports of military end-items 
financed under the Mutual Security Program. 

The increase in foreign holdings of gold and dollar 
assets, including foreign private investment in the United 
States, through transactions with the United States may 
amount to approximately $3.0 billion in 1959, a small 
decline from the provisional figure of $3.3 billion 
recorded for 1958. The difference between net dollar 
availabilities and foreign accumulation of gold and dol- 
lars represents errors and omissions (net U.S. receipts) 
in the estimates. The assumptions underlying the fore- 
cast are the following: no major adverse change in the 
world political situation; the carrying out as approved 
of defense and other programs now under way or pro- 
jected; a further recovery in business activity in the 
United States; and a further moderate rise in the price 
level. 

Source: National Foreign Trade Council, Inc., Press 
Release, New York, N.Y., January 20, 1959. 


U.S. Development Loan Fund Activities 

Between January 30 and February 10, nine loans 
were announced by the U.S. Development Loan Fund: 
$3 million to Liberia for telecommunication facilities; 
$5 million to the government-owned Yugoslav railways; 
$10 million to Malaya for the construction of roads and 
bridges;.$2.5 million to a private company in Bolivia 
for the expansion of its sugar mill; $5 million to Guate- 
mala for the development of rubber production; $18.75 
million to the Philippine Government to cover the 
foreign exchange costs of items needed to build roads 
and bridges (the Philippine Government is to invest a 
roughly equivalent amount in domestic currency); $6.1 
million to assist in financing the establishment of a new 
chemical plant in Turkey; $1.2 million to the Trans- 
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jordan Electric Power Company, to aid in the renova- 
tion and expansion of its electric power system; and $6 
million to Indonesia for the rehabilitation of harbors. 
The interest rates on these loans range from 32 per 
cent to 5% per cent. Some of the loans are repayable 
in the domestic currency of the borrowing country. 


Sources: Department of State, Press Releases, Wash- 
ington, D.C., January 30 and February 2, 4, 
5, 9, 10, and 12, 1959. 


Business Situatica in Canada 

The seasonally adjusted index of industrial produc- 
tion in Canada in the first 11 months of 1958 remained 
below the 1957 average, but there was a considerable 
increase from the last quarter of 1957. Mining produc- 
tion rose fractionally above that in 1957, and most of 
the service industries showed significant increases. After 
an upward movement through the first 6 months of 
1958 and a slight decline in the third quarter, manu- 
facturing output in November was 5 per cent above its 
recession low in December 1957. While production of 
nondurable goods in the latter part of 1958 was well 
above the 1957 average, the November index of output 
of durable goods—which had fluctuated rather widely— 
was 7 per cent below the 1957 average. Lower business 
outlays for construction, machinery, and equipment 
were the main reason for the weakness in durables. 
Nonagricultural employment rose irregularly after Feb- 
ruary 1958, and in November—after allowance for 
seasonal movements—it was somewhat higher than the 
recession low. As the labor force increased by 1.7 per 
cent between November 1957 and November 1958, 
unemployment, seasonally adjusted, was 7 per cent of 
the labor force in November 1958, compared with an 
average of 4.3 per cent in 1957. Immigration in the 
first nine months of 1958 was less than half that a year 
earlier. Wages increased further during the year; on 
December 1, 1958, average hourly earnings in manu- 
facturing were $1.672, 2.3 per cent more than on the 
same date a year earlier. There was some improvement 
in output per man-hour and a consequent slight reduc- 
tion in unit wage costs in 1958. The index of con- 
sumer prices in December 1958 was 2.5 per cent above 
the December 1957 index, as a result of increases in 
all components, especially services. In January 1959, 
the index showed a very slight reduction. 


Sources: Dominion Bureau of Statistics, Daily Bulletin, 


Ottawa, Canada, January 26 and 30 and Feb- 
ruary 4, 1959. 


Canadian Gold Dealings 
Unrestricted trading in gold bars has started on the 


Toronto Stock Exchange, the only exchange in the 
world that quotes gold. The amount traded on the first 


day of operations is reported at about $100,000. A 
valuation of $34 per ounce has been established for 
margin sales. The margin required is the difference 
between the purchase price and US$34. The purchase 
of a bar of one kilogram for $1,120 on full margin 
requires a downpayment of about $32 plus commission 
of $3.50 plus the first year’s interest in advance at 5% 
per cent on the balance. (See also this News Survey, 
Vol. XI, p. 196.) 


Source: The Times, London, England, February 5, 
1959. 


Latin America 
Mexican Monetary Policy 


Mexico’s monetary and credit policy in 1958 was 
directed toward curbing inflationary” pressures’ and 
achieving stability in the purchasing power of the peso, 
as an indispensable condition for maintaining the rate 
of development. However, unfavorable factors made 
complete success in attaining this objective impossible. 
Poor harvests in 1957, the recession in the United 
States, which reduced the volume and value of some 
Mexican exports, and the uncertainties associated with 
a change of government all caused some slowing down 
of business activity. 

Since February 1, 1958, financial companies (finan- 
cieras) have been required to deposit with the Bank of 
Mexico 20 per cent of their Mexican peso assets and 
25 per cent of their assets in foreign currency. Except 
in December, there was little change in 1958 in the 
volume of money in circulation, the increase from 
January to October being little more than 1 per cent. 
The ratio of checking accounts to total money in cir- 
culation, which had been 50.6 per cent at the time of 
the devaluation of April 1954, had risen to 53.4 per 
cent by October 1958. 


Source: Banco Nacional de Mexico, S.A., Review of 


the Economic Situation of Mexico, Mexico, 
D.F., December 1958. 


Cuba's Exchange Reserves 

The President of the National Bank of Cuba has 
reported that during the seven years of the Batista 
regime Cuba’s gold and dollar holdings decreased by 
$424 million. On January 1, 1959, they amounted to 
slightly more than $373 million, which is described as 
$60 million less than the legal limit. Confidence is 
expressed that reserves will soon be built up again. The 
prospects for sugar exports are good, the reorganization 
of the Government is expected to effect economies, and 
higher tariffs on nonessential imports are recommended. 
Source: The Journal of Commerce, New York, N.Y., 

February 12, 1959. 
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Peru's Foreign Trade Balance 

Under the impact of an exchange depreciation of 
nearly 30 per cent, higher customs duties, and a gen- 
erally slower rate of business activity, Peru’s imports in 
1958, valued at $335 million, were 16 per cent less 
than in 1957. Of this total, an estimated $49.7 million 
was made up of capital investment items. Declining 
world market prices and the difficulty of finding buyers 
reduced the value of Peru’s exports by 12 per cent, 
to $290 million. Mainly because of a sharp fall in 
shipments of iron ore, the volume of exports fell by 
26 per cent. As a result of these changes, the import 
surplus, which had been $70.1 million in 1957, was 
$45.3 million in 1958. 
Source: Banco Continental, News Letter, Lima, Peru, 

February 10, 1959. 


Other Countries 


Australia’s Balance of Payments 

Preliminary estimates of Australia’s balance of pay- 
ments for the first half (six months ended Decem- 
ber 1958) of the fiscal year 1958-59 show a deficit of 
£A 130 million on current account, compared with a 
deficit of £A 39 million in the first half of 1957-58. 
The principal reason for the deterioration was a £A 75 
million decline in exports; imports, at £A 404 million, 
were only £A 9 million higher than in the first half of 
1957-58, and invisibles increased by only £A 7 million. 

Data on trade by commodity, available for the five 
months to November 1958, indicate that exports of 
wool and sheepskins were £A 70 million less than in 
the same period of 1957. The average auction price of 
wool was approximately 34 per cent lower than in the 
1957 period. Exports of grain, sugar, lead, and zinc 
also decreased; the last two items were influenced by 
the recession in industrial activity abroad and by the 
import restrictions imposed by the United States. Meat 
was the only important export commodity which showed 
a significant increase in value in the period June- 
November 1958 compared with the corresponding 
period in 1957. Meat output was high, and market 
conditions in the United Kingdom were favorable, 
largely because of reduced supplies from Argentina. 

The current account deficit was largely offset by an 
increased capital inflow, so that international reserves 
fell by only £A 25 million, to £A 500 million. Net 
receipts from official loans and other capital transactions 
were £A 12 million in the first half of 1958-59, com- 
pared with £A 4 million in the first half of 1957-58. 
The item described as “Other Movements of Funds 
(net)”. showed an apparent capital inflow of £A 73 mil- 
lion, £A 37 million higher than in the first half of 


1957-58. This item includes various private capital 
movements as well as errors and omissions. 


Source: Treasury Information Bulletin, Canberra, Aus- 
tralia, January 1959. 


Reduced Reserve Requirements in South Africa 

The South African Reserve Bank has announced that 
the supplementary reserves which commercial banks 
are required to hold have been reduced from 6 per 
cent to 4 per cent of their liabilities to the public in 
the Union. The initial supplementary reserve require- 
ment was announced in May 1958, primarily to bring 
about a contraction of commercial bank credit, which 
had been expanded excessively during the preceding 
nine months (see this News Survey, Vol. X, p. 359). 
Subsequent increases, each time by 2 per cent, raised 
the requirement to 8 per cent by October 1958; these 
increases, however, were intended merely to neutralize 
the seasonal creation of Reserve Bank credit for the 
Government. In November 1958, when the govern- 
ment cash budget shifted from a seasonal deficit to a 
seasonal surplus, the Reserve Bank reduced the sup- 
plementary reserve ratio to 6 per cent, in order to avoid 
any undue tightening of bank credit for the private 
sector. 


Sources: Statement by the Governor of the South Afri- 
can Reserve Bank, Pretoria, South Africa, 
November 19, 1958; The Financial Times, 
London, England, February 11, 1959. 


Barbados Loan 

The Barbados Government has floated a £2,584,000 
loan in the London market to finance a deep-water 
harbor. The loan, which was oversubscribed by more 
than 20 times, consisted of 6 per cent bonds 1971-73 
issued at 9814. 


Source: The Financial Times, London, England, Jan- 
uary 30, 1959. 
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